The American Economy in 1963

BY mozt measures the performancses
of the Ameriean economy in 1963
was outztanding. Production wnd sales
rose hy sizable amounts to naw records,
The oniput incresse was actomplished
with comparatively little rige in the
price level and lad to mew peaks in
amploymeni and s record fiow of in-
- eomme—hoth wages and profits,

All major morkets shored in last
year's putput advance. No single els-
ment of demand was dominant, al-
though darable goods, notebly auto-
- mobiles, &nd construction, especially
residential building, were pariicularly
strong. The cowrse of activity was
. upward throughout the year, in spite
of the dampening affects of a sharp
reduction in steel production thai
followed the spring wage settlement
and lasted almost two quarters. -

The upturn jn business that began
m eerly 1961 has now lested almosi
3 vyears, a vomparatively lony time
judzed by ‘historical stendards, and
the year 1964 starts off with ri=ing
activity. Measured from the previous
trough, the incresse in GNP up to
the final quarter of 1083 hes been
congiderable—approximately $100 ba-
lien. The reccrd of 1963 is ne Jess
Impressive whan compared with 1060,
the pravious eyelical peal. The 12 par-
cent inereasa in real gutput over these
2 pears represents a distinet improve-
ment as compared with that from
1057 to 1960. However, these periods
are too short and not sufficiently free
of cyclical movements 6. wearrant
definitive conelusions regarding basic
.grnwth trends.

Drespite the memmw achievements
of 1963, the fHimdamental problems that

hsve beset the economy in recent yems

were sti]l present. Although eniploy-
ment vesze by approximately 1 million
over 1962, the Iabor force gcrew sorne-
what more and slightly more persons
were oué of work as compared with a
year enrlier. The problem was partic-
ulerly seriouws for the young and in-
experienced in the labor force, whose
numbers were. rising more rapidly as a
result of the boby boom of the war and
enrly postwar period. There were,
moreover, significant numbers of farni-
lies and individuals who did not share
in the Nation's prosperity snd whose
contined low levels of education, frain-
ing, and hving standards pesed an
important and diffieult problem for
solution.
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The Nation's interastionsl accounts
were still cut¢ of balance in 1963, in
apite of continuing efforts aimed
reducing the advevse belomue, Al-
though some improvement was evident
after midyear for the first three guarters
af 1963 the deficit in the balance of
payments exceedad the prier-year total.
Yearend position

Ag tha year came to a closs, denmnd,
proeduction, and incomes were rising,
and, with a tax eut likely, the questions
that were raizad aboui 1964 salez and
output were concerned with the size
of the prospeclive rize rather than with
the direction of chengs.

Conzumer markeis wera particulerly
strong  at yearend Active holiday
buying made Dacember retail trade the
hest oo record—é percent above Decam-
ber 198%—pnd rniced sales some 4%
pearcent above tha seasonally adjusted
November rate, Retnil buying in chat
month had elvraped sharply following
the death of Pregident. Kennedy. MNon-
durakble zoods salss moved considerably
higher in December, alter having
changed comparatively little over the
previous 4 months. Antomobile zales
were at Approximately penk rates after
a goeod but much fess buoyanot
November.

Underlying the favorable retail crade
performance in December was a sizable
pickup in personsl income, which rose
te more than 5475 Billion, &t an annual
rate. This was a rize of some $2% bil-
lion over November and $23 billion over
the December 1962 total.. Wages and
salaries wers up about $1 billion over

‘the month, and dividends by $1.3 hil-

lion, 52 o re-a.ult- of heavy yearend pay-
m'mta. The sscond step of o Federal

i



THE ECONOMY IN THREE YEARS OF UPTURN
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Tonuory 1964

(Government pay increass hecoms effac-
tive ab the start of 1964 and is estimated
to hoost personal income by $0.4 billion
st an anoual rate. Another accelersiad
dividend peayment to holders of GI
life. insuran¢e—$234 million—wss aleo
scheduled to gtart in January.

Business plant and equipment ex-
penditures, according to the December
OBE-SEC investment survey, were
scheduled to nise moderately in the first
balf of 1964. Housing expenditures
were very large in the final quarter of
1963, and building permits in December
wera at the best rates of the year. The
strength in housing was concentreted in
muléifamily units,

Additions to busipess inventories
ware somewhat higher in the fourth
“emarter of the year than im the iwo pre-

ceding quarters hut overall there waz no
excessive acoumulation. Indeed, busi-
ness inventory policy continued to ba

THE balance of payments during tha
¥ear 1963 was characterized by sharp
changes. In the first half of the yeor,
particularly during the second gquarter,
the balaneca was very unfavorable.
I the third gquarier it improved mark-
edly, and this improvement was

reasonably well maintained io the
fourth. The change in the middle of
the year resulted in part from remedial
nctions taken by tha Government and

SURVEY OF CURRENT BUSINESS

conservative as supplies were readily
availahle and prices compsratively
gtable. With steel consumption rising,
the axcess of stes]l Inventories that had
caysed the decline in steel production
earlier in the year had largely disap-
pesred. Auntomobile stocks at retail
were somewhat higher in Irecember
than at the end of September but many
prospective purchesers were still re-
quired to wait several weeks for
deliveries of the more popular models.

State and local sovernment expendi-
tures rose in the last guarter of 1963 and
further incrsases in 1964 were in pros-
pect. Federsl purchases were also ex-
pected to incresse in the first half of ihe
coming year. The larger new prospecis
for Faderal purchasee will be discussed
in the Febroaey izsve of tha Surver,
whepn the detailed budget estimatas have
been anelyzed.

The Balance of Payments

the Faderal Reserve authorities and in
partfrom other favorabla developments,
Tha latter included the effacts of bad
woather conditions in certain countries
lest yesr which led o higher exports of
T8, agriceltural products and fuels.
The initial effects of the remedial
actions, which substaniially reduced net
capitel outflows, were stronger than
they can be expected to be in the long-
qun; the higher forsizn demand for
sgricoltural products and faels also
Teflecta 0 o large exteni special
conditions. :

For the year as a whols, the ndv
bolance on “regular” tramsactions was
still within bat clese to the lower part
of the range of about $2 to $4 billion
within whick it hes fluctuated during
the 5 years mince 1955,

Aszide from the sharp improvement
in the balance during the second half
of the year, an additional favorshble
development was the decline in the loss
of monetary reserve assets—irom $1.5

3

Frices in wholesale industrial markets,
particnlerly in dursble goods, wore a
bit firmer at yearend than they had
been during the year as & wheole.  Farm
prices wers someawhat, weaker than they
had been a year earlier bul consumer
prices centinued their very slow up-
ward movement,

With business prospects favorable,
common stock prices were bid up to
peak levels lata in the year. Despite
dividand increases through 1963, divi-
dend yields were not much higher than
at the end of 1962, Money morkets
were not quite so easy se 1 the first
half of 1963, s balance of payments
considerntions saused the monetary an-
thoritiss to move alightly away from a
policy of ease und sxert upward pressurs
on short-term interest rafes. With in-
vestment demand moving higher, there
wae svidence of some fumning in long-
terim rates,

billion in 1962 to sbout $4¢0 million
in 1963. Gold losses dropped from

#3900 millien to about $#460 million and
were less than in any Vear since 1958,
One of the factors lessening the foreign
demand for TI.B. gold was the rise ju
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gold emles by the Boviet Upion fo
finance Soviet bloc purchases of agri-
cultura] products, bué the favorable
result on the 1.8, gold position could
not have besn achieved without the
incressihg cooperation hebween the
monetary authoritias of tha leading
coulitries n  ihiernationa) finaneial
transantions,

Bectusa spacial payinents by foreign
couhiries to the United Statas (such ae
sdvance debt repayments, advances on
militery contracts, and purchases of
nonmnrketable seourities} were much
smaller than the $1.4 billion in 1062,
the balanca that had to ba financed by
an ineresse in U3, liguid linbilities
was coigiderably higher in 1963 than
in the previons year.

Not axports of goods and sarvices in
1065 wera larper than iv the previgus
year, but the surpluz did net quite

attain the amount it was in 1961,
particalerly if Qovernment finsnced
exports are not meluded.

The larga balanes in 1981 had come
sbout meinly from a decline in mer-
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chandise imports, a rise in exports, and
a miajor increase in net receipts from
investment incomes. In contrast, tha
1563 balence improved even though
importe were rising and javestment
incomes advanced ai a much slower
rate. ‘The expansion of this balnnge in
a period of rising domestic business
aptivity may be an indication that Ghe
T1.8. pesition in internatioms]l markets
for goods and services has been strength-
ening. While this interpretation ap-
pears to bs supported also by other
evidenca, tha specia! infuences that
helped fo incresss exports of TS
agricultural snd fuel products last year
should be kept in mind,

The rise in the sdverse overall bal-
nnce of paymenis in the frst half of
1963 snd the subsaguent dacline ware
dus mamly to changes in privata capital
movements. The annual net ovtflow of
capital had risen mto the £3 hillion range in
1957, and, with the excapiion of 1959,
ramamad in that renge. In the first
half of 1963 it was at a considerably

higher rate than previously sxperiencad. -

In part the incrense compensated for

somewhat lower outflows in the pre--

ceding year, pariicularly to Canada.

Jamnry 1504

In part it was due to a rise in capital
ouvtflows to other countries through se-
curity perchases aod direct investments,
The varicus messures talsen in bhe sum-
mer of 1868 to change the incentives
for investments in faver of this country
helped to reduce the capitol ovtflow for
the year as a whole éo the level of
PIevious years.

The halance on unrecerded transac-
tions inproved sharply in the first half
of 1968, but in the third quarier revert-
ed back to s debit balance. A=z the
choar indicates, singe 1857 the annual
balances have shifted pradnally from,
net crediis to net debits, but in 1963
this movement appesrs to have besn
halted or perhaps even reversed. Since
the neture of the wnexpluined resicduel
in the balance of payments compilations
12 not lwown, it cannot he determined
whather the chanme for 19863 as o whols
is temporary or whether it reflects move
lasting factars.

At vesrend the balence of pﬂyqnents
gituation appeatad mors favorabls than
at the snd of any of the preceding 5

weare. Sinece the recent improvemant.

is in part due to transitory develop-
ments, however, it would ba pre-
maturs to conelude that efforts to im-
prove the balavoa ¢an ba relaxed,

-



National Income and Produet in 1963
A Year of Sustained and Balanced Expansion

Eome of tha 1963 deta on the natlenal ascounts prosented in this 12sue are
preliminary.  The mare complote setof tables with revised figtires wlll sppeny
23 usual n the Fabruary izsne of the Sorvey,

GRGSS national product continued
! to expand threughout 1963, totaliog
8585 billion for the year a8 a whole,
This waz & gain of $30 billion or nearly
5% percent from 10682, With prices
* continving to zige at the relatively slow
puce of 14 percent pex year, the velume
of national production was almost 4
© percent higher. Even though this rate
of gain wae above the long-term aver-
sge, it still was not large enouph to
reduse signmificantly the volome of idle
resourees.

Within the year, the rise in gross
pational product was both steady and
well balaneed, with demand higher and
vieiny in most major final markets,
Inventory aceumulation remained mod-
est throughout the wear; profite rose
further a=z wmargine eontinued about
stable; therse wera moderate increases
in employment and wage snd salary
poyments; although Federal expendi-
tures exceeded Teceipts throughout the
year, the deficié tended to become pro-
eressively smaller,

GNP rose by $11% billion in the
closing quarter of 18835 to reach sn
gnmugpl rate of $600 billion, nearly $35
hillion abave the year earlier leval.

Tz resl terms, output in the cloging
quarter of last year was up 4 percent
from the like quarter of 1962, 16K percent
fiom the recession low and 134 percent
sbove the previous peak. These gains
exceeded those in each of the two previ-
GUuE ecOnOmic eXpaNSioNns.

The fourth quorter advanee, the
largest it 2 years, reflscted incressed
demand in mest final markets, Con-
sumer expenditures rose by $5 billion,
of which antomabiles sesounted for $14

billion. Service expanditures were also
up for the quarter, but nondurable
goods expenditures were little changad
despite & sharp pinkup in Decembar.
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Private investment wes up by $3¥
billion, witk residential construction,
plant and equipment outlays and inven-
tory investment sll participating in the
rise. Net exports were ap $1 billion
from the third querter. The larger
pert of a $2% Billion merease in povern-
ment purchases was accounted for by
State nnd local governments.

Meajor 1962 developments

There were notewcrthy gaine during
19462 in the cyelieally sensitive markeia:
consumer durables—in particulor, auto-
mobdes-—regidential consiruetion and
business fixed investment. Final de-
mand in the trend-dominated markets—
eongumer nondurables and services, and
State and locel government—continyed
to expand shout as usual. In addition,
Feders! purchasing advanced. On the
othar hand, the overall pace of inven-
tory building was litdle changed from
1962,

Advances in final markets were ac
general that tha four major types of
product—durnble goods, @moondurable
pooda, copstruction, and services-—all
shared in the production rise. Judged
by past business recoverios, the strong
increase in durable goods oputput was
striking: prior increases in Aurable
goods output had been sharp in the
early stages of expansion, and modest
therenFter,

Puralleling the rise in gross national
product, neticnal insome rose mearly
825 Lillion to o totel of shout 5478
billion for the year. The gmin we=
widespread by {vpe of income and by
industry. Thera wis a particudarly
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large advante in corporate profits and
both private and government wage and
salary payments increazed . substan-
tially. ‘The coatinusd rise in business
activity resulted in some gain in non-
farm proprietors’ income, but farm
proprietors’ income did not quite match
the 1962 total.

(1 an industry hasis, the receni na-
tiongl income geains were candered in the

SURVEY OF CURRENT BUSINESS

cyclically volatile commmodity producing
end handling sectors. Income and out-

put also coniinued to inerease during -

1983 in the trend-dominated service-
type industries.

FPersona] income, at $463 billion in
1903, was up 321 billion or nearly &
percend from 1962. Income after taxes
incrensed by $15 billion ta total $403
Lillion for the year.

Market Pattern of 1963 Advamee

WITH incomes higher and consume:s
making incrassed use of ceedit, persona]
comsumaption expenditures rose o0 $373
hillicn, & gain of $17% billion or about
& percent.

Consumer durables up

- The increass of aearly $2 billion v
consumer spending oh hew alLOs was
the major factor in the $3% billion ox
f¥-parcent rize of persenal consumption
expendituras for dursble gooda. Fol-
lowing s sharp advaznce sarly in the
fourth querter of 1942, when the new
1963 modets were introduced, car sales
continued bigh throughout 1963. A
small dip occurred laie in the third

qusertar when dealer inventories hacame
krw and unbalanced, but, with the in-
{roduction of the 1964 models, sales
jumped hack in the closing quarter to
reach therr best pace of the year.

Home appliance and furnitwwe de-
mand alse increased in 1963, aided in
part by the high rate of home building
activity during the last 2 years. Ad-
vanciog strongly in the lattar half of
10843, purcheser of these item: at 21
billion, was 1 billion, or 5 paresnt over
1962, Seles of other durables contin-
ued their slow uptrend of recent years,
advancing by about £% percent to atotal
of $8 hillion.
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Nondurables and services also higher -

Nondurable goode expenditures-—al- .
though finctueting somewhat erratically
during the year—gainad nearly 56 hil- -~
lion to total $167 billion in 1963. Food
buying moved up by about 3 percent:
about balf of this increase was due to
higher prices. There were sizable gains
for gasofine and oil and for most other
oondurables. Appavel purchases, on
the other hand, were only slightly ,
hirher. '

Clonsumer sxpenditures for services,
continved to increase, about in line -
with the long-term growth. Af $154%
billion, consumer services ware up by
nearly $9 billion. As in other recent
years, these purchases maved up fairly
smoothly and the 1963 gains were wide-
sprﬂfld among the major types of
services,

Regidentinl construction up shaorply

Residential building moved steadily
upward during 1965 to total $25 billion
for the year. This was o gain of $2
billion, or 8 percent.

A total of more than 1¥ million new
private nonfmrm units weore started in
1963, nearly 125,000 or § percent above
1982, As in the preceding 2 years,
multifamily units have accounted for
sll of the gain in housing starts, Last
yeor reughly half a willion multifamily
dhwelling units were started, more than
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double the 1960 toial attaiped just be-
fore the vpewing in apartment building
began., I the singlefamily sector,
starts held about stondy just below 1
million units.

The abundanee of mortgage money
For both single and noultifamily wmats,
along with high and rising persenal
income, undoubtedly helped to stimu-
late housing starts which rosa gradually
el through last year,

As noted in the Deesmber Svyrvey,
the conginued irend towsrd wmulti-
family building resulted from several
factors such as: rising replacernent
demand; current and prospeetive in-
creases it the number of young married
adults: and the highar propotion of tha
growing number of young zingle adults
and oMer widowed or divorced persons
who sre setting up households of their
own. Geographically, the swing to-
ward muoltifamily units has been wide-
wpread, encompassing o1l sections of the
country, A sigoificaut proportion of
this type of construction has been
taking place in suburban areas, where
single-family home construction buos
traditionnlly heen dominsut.

SURVEY (OF CURRENT BUSINESS

Business fived incestment

Business fixed investmeni advanced
£2% billion, or 5 percent, to Teach &
total of $52K billion n 1943,

As in recent years, emphagis in in-
veatment programs wae on replacement
and cost reduction, Notwithsianding
some improvement in oparating rates
during the year, excess capacity per-
aisted and weas siill & restraint on cepital
investment, which remains low relative
to totel produstion. After averaging
well above 10 percent of total national
oukput during the 1947-57 period, busi-
ness fixed investment fell relatively
sharply in 1858 and has since fluctuabed
at about 9 percent of GNP, (See
chart on page 5.)

The 1963 increase in plant and equip-
ment spending occurred against a back-
ground of rising profiis and cach flow,
aad relative stability in most long-term
interest rates. The new depreciation
guidelines issued i mid-1962 and the
investinent incentive tax credit law
approved later the same yvear were also
gtimulatiog factors, These measures
wera reirnactive to 1962 operations bug
1963 was the first yenr in which they
ware fully operative. Their effects
were probably largeat on ralroads and
textiles. In the testile industry, the
new depreciation guidelines hecame
affective earlier than in other indusiries.

7:

The quarterly pattern of .the 1963
advance festured somewhat redyced
expenditures in the opening quarter, a
pickup i the =evond and third, and a
slowar rate of advange in the  final
quarier. .

All major industry groups, except
mining and nonrail transportation, con-
tributed to the 1963 rise in plant and
squipment sxpenditures. The strong-
est performances wera by durable goods
manufacturers, reilroads, communica-
tiong and commersial Hims.  (See
chart.} Durabla poads producers ax-
panded outlays hy one-tenth in 15383,
This ing¢resse, following the riss of one-
givth in the preceding year, brought
sxpanditures in this industry group baek
o the previous 1957 record.

Among the mejor industry greaps,
fhe railroads modse the largest rolative
gain—pne-fourth-—=in plant and eguip-
meant expenditures in 1963. Sparked
by an uptum in earnipgs in 1961, tha
raflroade initisted programs o regain
traffic lost to other carriers by investing
heavily in new and more efficient fraight
cars and other aguipment. '

In ¢ontrast to heavy goods manufac-
turing and railroads, expenditures for
new plant and equiprasnt by communi-
cations and cominercial firms have shown
4 substantisl growth trend since 1957,
This was continued last year with o
B-percent rise in dollar vutlays. -
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Sumewhat less prominent in the 1963
capital spending picture were nondura-
ble goodz manufacturers, public wtili-
ties, and nonrail transportation firms.
Producers of nondurable goods in-
creased plani and equipment expendi-
turss 3 percent, with major contribu-
tiopns from the chemical and {fextile
indostries. For public utilities, ax-
penditnres have been on a platesu for
savoral wears, about one-Bfth uwnder
previous records. The 3-parcent in-
croasa m 1963 was due to the entarged
projects of the electric power sestor of
the industry.

Capitzl spending by the ronrail trans-
portation indusiry pesled in 1962, as
outinys by both sir nnd twucldng lines
sel new records. Hxpenditures de-
clined § percent in 1963 mainly because
of a substantial decline by the airlines,

Government
higher

Both the Federal Government and
State and local governments continued
o support the rise in private demand,
each increasing their purchases of goods
and serviges by obout 34 Dbillion in
1983, to carry the total to $125 hillion.

gpending and receipis

SURVEY OF CUREENT BUSINESS

However, reflecting primarily the riss
in eponomic sctivity, receipts at bothk
levels rose even maore rapidly than total
expenditures, On income and prod-
. net aceount, the Federal deficit declined
while State and local governments real-
ized a larger surplus than the year
bafore.

The advance in State pnd local pur-
chases, which brought the total te
nearly $40 billion, esnterad in peyrolls—
reflecting both increased smployment
and bighor average pny. In addition, there
were incréases in construction outlays,
especially for highwnys and in & variety
of miseellanesous purcheses, Total
State and local expenditures, which in
sddition to purchases of goods and
gervices includs transfer payments and
net interesi paid, rose $4K billion in
1963 to 363 billier. Eecaipts ineraassd
to %64 billion as overall sconomic
aetivity wes higher and » oumber of
new tax mepsures bacame effective.

The State and locel government
sarplig on income and product account
wis about $1 billion in 1963, ¥
billion mora than in 1962 and one of
the lavgest surpluses since early in tha
postwar period. In recent years, tha
rate of gain in State and local axpendi-
tures bas aversged only shout 8 per-
cent sompared with 10% percent in the
earlier postwar years. Ai the same
bime, raceipts have continued toincrease
at nearly the same pace ns in earlier
¥ears,

Federal outlays

Faderal purchases of goods and sarv.
ices ot $66% billion wera up 34 billion
from 1962, DMost of this gain occurred
by the second qunrter of 1963, and
Federal puwrchasing changed Httle thera-
after.

The year-to-yFear rise was copoen-
trated in pationwl defense. Over &2
hillion reflected higher procursment of
goods, especially durables, and the
military pay raise which beeame effec-
tive in the closing quarter contributed
about & billion. Hard goods procure-
ment fall baok spmewhat in the Yabber
periad.

Defense Department  expenditures
for ressnrch and development wera
substantially higher than in the pre-
vious yeor, snd sutloys by the Nutional

January 1964

Aeronantic, and Space Administration
continued their rapid inerease t0 nearly
$3Y% billion in 1963, compared with $1%
billion in 1962, Atemic Epergy Com-
misslon expenditures, on the other
bhend, declined sliphily.

Transfer payments rose almost $2
billion last year; most of the gain
occurred in the opening gquarter. In
total, expenditures on nstionsl inceme
apd product account approached $116
hillion %6 Lillion above 1962,

Federal receipts, on the other hand,
totaled mors than $113 billion for the
year, $& billien sbove 1962, Most of
the gain was the result of higher levels
of seonomic sctivity. Both corporate
and personal tax acernals were about $2

PEDERAL BUDGET I THREE
POSTWAR BUS INESS EXPANSIONS
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bLillion greater, and social security taxes
tose by §3 billion, partly bacsuse of the
rise in poyrolls and partly hecouse of
the staintory increase I the tax rate
effective the first of the year.

The Federsl deficit on income and
product account was $2% hbillion last
year, $14 billion less than in 1982.
Because of the leveling in expendiiures
and the continued increase in receipts
during the year, the deficit tended to
become progressively smaller, thouszh
according to preliminary data, the
fourth quarier was little changed.

As the chari on page 8 shows,
the Faderal Government’s fiscal posi-
tion in the recent period has difered
from previous expsosions. Following
the low poinis in 1954 end in 1958,
budgat balance was achieved sbout 1
year after the GNP trough, The con-
tinuing deficit this time reflecte mainly
& stesper 3e in axpenditures; the
growth In receipte has been about
average.

Invertory oceumulation littla
chorged

Business increaged its inventory
holdings by uneady §5 billion during
1983. As a similar inerssse had oc-
curred during 1962, this GNP com-
ponent did not contribute to the 1962~
63 axpansion m activity,

717=425——2
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In oversl] terms, the gquarterly pace
of mwentory ascomiation Seernated
Little during the yesr. The early
buildup in steal inventories as a hedye
against & possible etrike had a stimulat-
ing effect on ateel production. Later
the euthack in ordering snd subseyusnt
liquidation of such etocks causzed =2
gharp decline in stesl ouvtput that
lasted il tha early part of the fourth
guarter. Changes In the pace of stocl=
budding by other businsss concerns,
mainly in nondurables, were an im-
portant offzet o this destabilizng
mop¥ernent, '

In general, businesy inventory policy
has heen csuiious throughont the cur-
reat expansion, and, oo en overall hams,
eacessas have been avoided. As the
accompanying chart shows, the stock-
asles ratio has shown little change over
the past 6 gquarters. Followamg the
typical cyclical pettern, this ratlio
reached » low point about a year and o
half sfter the aconomic trough of eaxly
1961. Its subsequent -stability, how-
aver, controsts with the rising ratio of
Previous BXpansions.

GNP by Type of Froduct

Tha chanpes in markat dernand, jusk
described, bave been reflected in
changes in the four major types of
product. The 7-percent advance in the
volume of durable poods outpui was
mueinly the result of gains in perscoal
buying, business fixed investment, and
in Federal Government military pur-
chases. The 2¥-persent gain in non-
-durable goods output was, of course,
concentruted in consumer soft goods
purchases, whick account for 90 per-
cent of this caterory., The rise of 34
percant in sarvices reflected increases
in both conzumer services and govern-
ment payrolls, The rise in residential build-
ing, State and local construction, and
in business eonatruetion all contribuied
to the 24-perecent gain in the construe-
tion component of national cutput,

Rise centers in durables

The strong upsurge in durable goods
productiopn haz been sn cutstanding
featura of the 1961-63 advance in tatal
business activity. In real terms, ibe
giin in durables output frem the trough
through the closing quarter of 1963

9

has been nearly 40 percent, and
hae napcounted for about two-fifths
of the GNP rise. FProduction of
dursble goods, from 2 postwar low
of only 17 percent of total owtput in
the trough quarter, recovered to 20
percent by the closing quarter of 1963,
‘While this share compsres {avorably
with the peak quarterly ratio reached
in the ecomomic advrnoe of 1959-60,
the share of durables production in
fotal output is still below that of the
sorly and mid-1850"%.

Much of the recent strength in
durable goods output is traceable fo
the anto indusiry. After having ad-
vanced by nearly coefourth in 1942,
real aute groes product rose by an
additional 10 percent in 1963, to near
record levels.
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. Last year 7.7 million domestic and
Aforetgn autos were sold. Clonsumers
purchased about 64 million cars and the
remainder was =old o0 business and
povernment. Total vnit sales execedad
the 1955 record by about gne-fourth
miflion. Sales of domestically pro-
duced enrs, nt 7.4 million last yaar,
'just ahout equaled the 1955 record.
Balez of foreigm ecare, which were
riegligibla in 1955, totaled nearly 400,-

SURVEY OF CURRENT BUSINESS

000 in 1963. Whils thiz was a4 pein
over tha preceding 2 years, car imports
were atill wall below the peaks of 1959
and 1960. Domestic production ap-
proached the 1955 pesk, with many
more “sompacts” in the 1963 produe-
tion mix, the real value of anto GNF
did not guite reach the 1955 high.
Motresver, aunto pgross product, at £
percent of totel output, remeained well
below itz peask of betier than 5 per-

Tanvary 1964

cent of GNP renched ifi 1950 and
1955,

The Upturn in Perspective

As the charts below and on paga 6
shows, the ¢urrent rise in real GNP
compares favorably with the two pre-
ceding expansions. Lasting almost 3
yenrs, thiz rize has already excesdad that
of 1058860 (0 quarters), theuwgh it is

REAL GROSS NATIOMAL PRODUCY
In Three Recent Cyclical Advances
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atill shert of that of 1954-57 (13
quﬂrt-ﬁl's} )

Measured from the previous trough,
the 16-percent inersase in real GNP
that hss ocenrved to dats hae already
surpassed the gaime resistersd in tha
aptire upswings of 195457 and 1955-60.
The 1958 expansion woaz 12% percent
From the low guarter in 1954 through
the 1lih subseguent guarter, output
went up less than 14 percent, and for
the whole expansion the sain was 144
peveent.

When similar comparisona are made
from the peak guarter preceding each
recession, the record of tha current
gains iz even more favorabla. (See
chart.) Real GNF is now 134 percent
ehova the secend quarter of 1960,
Measured from tha preceding peek,
netivity went up ondy 7% percant in the
aboriive 1958-80 advance and 10 per-
cent in the esrlier period.

The stronger gain this time reflects
to some extent the mederate dimensions
of the 1960-61 recession. The drop of

SURVEY OF CUBRRENT RUSINESS

under 2 percent in rea] GNP from
peak to trough quaerter in that down-
turn compares with a decline of 4%
percant in 1957-58, spd mord than
34 percant in 1963-54.

Market pattern of cyeclical adwnee

As the chart on page 10 shows, three
major final markets hove been primarily
regponeible for the relatively greater
atrapgth and duration of the current
upswing. Since early 1961, the expan-
gion in residential construction, auto
purchases and Federal purchases of
zoods and sarvices has been steedier—
except for an oecasionsl quarter—and
of grester magnitude than in the two
previous npturns. On the other hand,
Stata and local purchases and consumer
buying, except lor autos, have contrib-
wted only about as much this time &3 io
enrlier periods. [n the case of business
fixed jnvestment, it iz only in recent
quartere that the cumulative pain bes
come to¢ equal thot of 1054-57, though
it has abl alony exeeeded thot of 195860,

National Income

ALL major shaves of nationsl income—
other than farm—were up in 1963,
Corporate profits were substantially
higher, both private apd government
wage and salary payments increased
mors moderstely.
Good corporate profits

Corpornie  profits  regstered  the
sharpest advance amony the major
shares of national income. Tha gain
was the resulé of a further rise in corpo-
rate gross ouwtput and o continued
stability in profit margins. The mainte-
nonce of corporate marpins in a third
yuar of a gyelical expansion was in sharp
contrast to devdopments in the previcus
two periods of Incressing business.
Following the low peints in both 1054
and 1958, margins went up rapidly for
about o year and s half but mnu*mted
thersafter,

The recent sivength of profit mnrgms
has reflected near-stability in umit

lnbor costs, as incressing labor pro-
ductivity hes approximately offzet the
rige in wage rates. In the previeuns
business expansions unit labor costs
roze shorply about a Fear and & half
after the starc of the upturn and profit
margins contracted as a resule, The
racani bebavior of both wage rates and
labor produetivity hes been somewhst
different from earlier experience. Dur-
ing the current apswing, for example,
average hourly earnings have gone up
hy about three-fourths of & perceni
per quarter; in 1954-57 wage rates
incressed by more thao 1 percsnt per
quarter and in 195%-80 by nenrly 1
porcent. {(Jee chart, page 12.) In ad-
dition, thers seems to have been some
aceeleration in the growth of produc-
tivity this timne ne compared with 1954-
57, although the pace of the prodee-
tivity advinee appears not to hava
changed much compared with 1958-60.

il

At about $51 billion, profites bafora
tax in 1088 were 2ome $4 billion abova
the 1962 totsl. The corporate prof:
its total 38 a Tecord for any year,
despite the 1962 changes in the tax-and
depreciation rules, which had the effces
of reducing reported profits hy nhiub
$2% billion in bothk 1962 and - 1983.
On the old besis, 1963 profits were up
$6% billion or nearly 14 percent from
the previous cyclical peok in 1959,
{See chart below.)

After-tax profits were niso at a new
peak of about $27 billion. Higher
eernings were reflected in both rising
dividend payments and higher re-
tained aarnings. The laiter, iogether
with  rising depreciation charges, in-
creased corporate cash flow by scme
$2% billion wnd was sufficient to permii
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corporations to finance thair invest-
wment neads with littls changs in ontsids
financing as compared with 1962,

Irncrease in emploves earnings

Private wage and salary payments
totaled $253 billion in 1968, & gain of
nearly & percent or 3$11X Dbillion.
Thers were substantisl increases ip the
last three quarters ¢f the vear, fotlowing
a period of thres quariers in which

SURVEY OF CURRENT BUSINESS

wige and salary payments changed
comparatively little,

Although the rize in- employment
from 1982 to 1963 wee modest—Iless
than 2 perceni—iotal man-hours
worked roze mwore ithen 2 percent, as
the worl-weak lengthened slightly.
This, in combination with en incresse
of 2% percent in average hourly earn-
ings, lifted the payroll total to a new
high:.

lirchacs; ™

PRIVATE WAGES AND SALARIES
In Three Recent Cyclical Advances
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With & gain of $4 billion over 1962,
government payrolls approached H60
bilhion last year. The advence centered
in State wnd local payments, which
roge steadily during the year. Federal
payments roee glowly, ind averaged
lesz than #1% Dhillion sbove 1962.
Civilian payments went up very mod-
erately doring the yesar; mast of tha
1962-63 guin of $1 Willion waz the
result of & salary inerease, effective ni
the start of the finel yaarter of 1963
Fedaral militcary wage and salary pay-
ments were little changed for the year
86 & whole, but rose at a seasonally
adjusted annual race of $1% billion in
the closing quarter of 1963 when the
military pay bill became effective.

Farm income lower

Net form proprietors’ income, at
$12 billion in 1963, was about §3% hillion
below the preceding yesr, as an increase
in physical output was more than offset
by hkigher production costs; prices re-
ceived by larmers were less tham 1
percent below 1062,

Farm output i 1963 rose 4 percent
from 1982. Crop ouvtput was 4% per-
eent higher as the result of a larger
acveage harvested and higher yields.
Production of livestock and Livestock
products eisc roge in 1963 with meat
animals showing a largs pain. There
ware declines in the volume of milk,
lamb and mutton, ahd wool produced.

As the incressed volume of market-
ings more than ofiset the slight drop in
the wverage of prices received, ecash
receipts from farm sales in 1963 are
estimated at slightly ebove the 338
billion total of 1962, Government
payiments ta farmers totaled about
$1% billion in 1983, littla chenged from.
the year before. Reslized gross farm
income at $1 billion was also little
different from 1962,

With the gross income flow to
formiers stable, & small rize in farm
production expensas acconnted for tha
slight decline in net farm income noted
above. The rise in production ex-
penses wis attributable mainly to
higher prices for feed and fertilizer, and
increazes in interest and taxes per acre,



Postwar Expansion of Output

TH:E fong-term rate of output expan-
aipn of the T8, eoonowy has boen the
subject of coneiderable direussion in
recent years. The following eection
provides an up-to-date perspsctive onm
poatwar rates of expansion, now that
the economy has moved up to a new
peak in the advance which started in
early 1961. Comparisons are shown in
terms of major markets, types of goods,
and time periods. A provisional break-
down of factors aseociated with the
output change—labor and labor pro-
ductivity—is nlso provided.

Purchases by oll sectors incregsed,
Ind7—53

For the 1947-63 peariod a= a whola,
real GNP expanded ab an average
annual rate (compounded) of 3.6 per-
cant to n total of $493 billion (1954
prices) in 1963, compared with $282
billion in 1947, Hach of the major
sectors of the economy poarticipated in
this upward movement. (See chart on
page 14) QGovernment demend, in-
cluding Federal and State and local,
incrensed &t a much fasier than average
pace, while exponsion of the consumer
marlet and purcheses for privete io-
vestment procesded at below average
rabes,

Awong consumers, purchasas of non-
durable goods intreased 2.3 percent
each year, in contrast to their expendi-
tures on dursbla goods and services,
where the yearly gains were about twice
s great. The major types of private
investment al20 had markedly different
postwar rates of incresse. The volume
of residential sonetruction increased at
sn average annueal rate of 5 percent.
Business invastmant in plant and equip-
usnt ross st the mmuek slower rate of
1.8 percont.

Quiput increased sharply from 1947
to 1957

For the purposes of this discossion
tha postwar years have been divided
into two mejor perieds, 1947 throughk

1857 and 1957 throuzh 1963. While
the period 1947-57 encompassed differ-
antial patierns of economic changes, it
was generally one of strongly expanding
output; with pressure on plant eapacity
and the labor force, prices ress com-
siderably. Since 1957 the economy has
been less buovint sand unemployment
has beea at a disturbingly high level,
slthough it will he nofed that a sub-
stential lift in sales and production has
accurred in the most recent years.
During the 18757 period, output,
a5 measyrad by the real GNP, increased
vigorouay at an annual averngn rate of
3.8 parcent. This rapid pace reflected
saveral basic factors, incading tha
satisfying of consumer, business, and
foreign demands that had acsumulated
during the depression and wortime
yesars,
Stronp as the private markats ware,
Fovernment purehases gained even mora
rapidly. At the Federal level, the nead
to bolster the Nation’s defenses pro-
vidad 2 mejor soures of demand. Asa
yesult, defense purchases in 1%57 were
wall above thoze for 1947 despita the
spending cathacks which followed the
end of the Eorean war, Amonz State
and local governments the provision of
schools, roads, utilities, and other sarv-
fces for an expanding population sup-
plied the dominsnt upwerd prassures.
These sources of demand wera con-
ceniratad principally on the purchase 6f
hard goods.  As a consequencs, output
of durable goods and eonstruation grew
more rapidly from 1947 to 1957 than did
the output of services and nonduwrable

goods.

Less rapld gaing, 195763, but recent
pickup noted

Dwing the next span of wears,
1957 through 1963, ths average snnual
growth in output was at o slower puca,
Ialling to 8.2 perceat from the 194757
rate of 5.8 percent. Although -con-

sumer pturchases contibued to axpand
st their sarlier rates, declines appearsd
in each of the other major soetors of the
econoImy.

While outpui pains for the entire
1957-63 period have zeemed ralativaly
aluggish, denand has besn much
stronger in the latter half of this period
than in the first half. For the period
1057-80 rea} output incressed at an
annual rata of 2.5 percent, sharply
down from the 1947-57 rate of 3.3
percent. ‘This downtrend affected each
principal market. The most severe
cutbacka appeared in Federal Govern-
ment. purchases and in privase invest-
ment. Federal deamand  setually
declined dering thess years, reflacting
the downtrend in defense purcheses
which had set in efter the end of the
Eoraap hostilities. ‘The rate of inereases

“in private investmenb wea reduced ms

gains in residential construction wers
not encugh to offset declines in the
demands of business for invesiment in
plant and equipment,

Consumer purchases in total showed
little change in sheir rate of sxpansjon
from 1957 to 1960, but this stability
was the result of offsettinp changes
ampng the components. Purchases of
consumer dursble goods incressed much
less rapidly then during the preceding
decade. Howerver, this slowdown was
to a large axtant cushioned by a pickap
in the rate of growth of econsumesr
puarchases of serviees and by stability
in the rate of pain in the purchases of
nondurable goods,

Refleciing the curtailment in pur-
chases for delense and investment
purpeses, and in peracnal expendifures
a3 well, durable goods cutput declined
From 1957 to 1960. (Construction con-
tinued to incrense, but much more
glowly than previously, whila non-
durable zoods and services maintained
the pace of expansgion set duxing
1947-57.

) +.3
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For the most recent period, 1960 to
1063, the annusl rate of incresse in
real GNT returned to the high rate of
1947-67. While these current gains
are notsworthy, the span of years
covered 15 o short that it is teo early
to separate the cyclical from the long-
terme implicetions, It should also be
potad that in epits of this recent
jmprovement, unemployment and ex-
cess industrial capacity confinue rela-
tively Ligh.

Federal purchases for defense and
other purposes rose over this pertod,
slthough the anmual rate of increase
in Federal demsnd remained below
that for 18047-57. Inaddition, business
investment actvity was considerably
accelernted, so that the rate of increass
in private mvestment for 1860-63 ex-
ceeded the L1MT-57 rate.  Furiber
strength was edded t¢ the growth of
total GNP by a sharp recovery in the
rate 8t which consumasrs increased
their purchases of durahls products.

Reflacting the vigorous expansion in
these markats, durable goods ontput
continued as the most volatile slement
of finsd product. The rate of expansion
in the volume of output of sueh goods
reached 4.9 percent bebween 1980 and
1983, compared with the one-half per-
cant decline Tor 1957-60. In contrast,
the other forms of finsl producs showed
only small advances over the earlier
Iates,

Federal Reserme indexes shotw simblar
puttem

The broad postwar patiern of ouiput
expangion—rapid increass, sdowdown,
end the recent refurn to the saxlier
high rate—is reflected slso # the
Federal Reserve indexes of production.

While it is not intended to discuss
these indéxes in detail, it §s intsresting
to note the lower half of the chart on
page 14, which indicates that the rapid
pace of increass in the early period, ns
gean in- the Faderal Reserve indexes,
was associated with very sharp gains
in the production of business and
defense equipment end of maierials.
"The 195760 slowdown and the recov-
ery during 1960-63 are apparent in the
corresponding fluctuations in output in
thess twoe FPederal Reserve Market
classifications. Changes in tha rate at

SURVEY OF CURREXT BUSINESS

which consumer goods productien in-
creszed were much more moderate over
the whole pariod.

Output per marn-hour rises

The pickup in the rate of cutput
advance in the last few years has been
accompanied by a tesurgence in the
raie of inereasa in output per man-hour,
Ouiprat per man-hour is often used as n
mensure of productivity change. A
broader messurs, embracing sapital as
well as labor inputs, would be prefer-
able for thiz purpose, but js exiremely
difficult to construct and is not available
on & current basis.  Year-to-year
changes in output per man-hour, par-
wealarly those of the most recent pe-
riod, gre probably less precize than
these for output, mainly becanze of the
difficulty n calculating a egmparable
series on mon-hours worked,? but over
longer periods this ratio s useful in
agsessing trendes in labor requirements.

Table 1 on page 15 shows the average
annunl incremses g output, sutput per
man-hour, and mes-kours in the privaie

aenfarm sconomy for selected postwar

periods. As may be seen from this
table, output per man-hour has risen
about 2% percent per year on the aver-
age in the postwar pericd. The in-
crease has not been uniform, however,
and considerable Fear-to-year variation
has securrad, 25 may be sesn from the
top panel of the ehart on page 16.

L Thﬂﬂm—hﬂﬂrﬁlﬂﬂﬂlhattﬂsheﬂuﬁlluainthzml-

. tublmtiot of GdybdTY TET TIAM.-btir ekt wihele wia of oftabiishe
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aid howscvld enpvey Adaba fr homds wWatked by SoH-m-
rloved porsma and oopald famlly workers.  The wags and
alory worker howrs pald for bave beon sdfusted $0 boora
wieked pn the baslx of deis collected 1o the homoebcid
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When the postwar period is broker
into two time spans, if47-57, and
195763, as in the preceding sectam‘_l
dealing with output changes, it may be
soen that the rate of advance of sutput
per man-hour in esch of these periods
has been of spproximately the same
mugnitude for the private nenfapmi
econoray, a8 well as for manufaeturing
and all sther private nonfarm industries.
. Within the mere recent period, bow;
evar, significant differences in the rate
of advanea have occurred. F&-ﬂm 195’?
to 1960, coineident with a slcrwmg 1r{
the output advance, the growth' in
ontput per man-hear was’ reduead:
Bince then the rise in output
man-hour appears to have a.acelera.l;:];
and, like the intresse in ouéput for th
period 196083, has been slightly i
excess of the average annus] post
rise.
Manrcufacturing gain lerger than toial

Cutput per mar-bour in manafacturr
ing bas advanced at abont 2¥ percent
per annum in the postear period,
eompared with the approdmate 2.5
percent yonrly increase for the nonfarm
private secior of the economy. From
1957 to 1960, when cutput per ropn-
hovr in the private nonfarm sactor of
the economy rose ai a slower rate, thé
slowdown was very Iargely sitributable
to the retardation in manofscturing
where the advance fell off to about 24
pereent per anmam. In 4 similar
fasshion the meceleration in the rise o
ouiput per man-hour in the nos
recent period mirrors largely the spurt
that hes talken place in mﬂ,nufacturing‘!l.
From 1360 Lo 1963 ouiput per man-houd
in manufecturing appears to have rireq
nt nbout 3% percent per year. It ma_ip

3

Table Lo=Average Annual Rates of Choage o Ontput, Owipuar per Man-Haoure, nmi
Man-Hours, 1904763
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be premature, howaver, {o generalize
ghout trends on the basis of & time
perind a8 brief as 3 years. In thres
other periods of 3-yeurs' duration in
the postwar era—1947-50,
and 19568-59-—output per man-hour in
manufacturing inerensed at shout as
fast a rata.

Crowth in nonnmanufecturing stearly

In contrast to the sharper movements
in manufacturing, the everage annoal
rate of inerense in output per man-hour
in the other ponfarm private industries
has been more uniform in the post-

war period.  (See ehart below.) The

1952-535, .
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rige haz been zbout 2¥ percent per
snnwm over the entire postwer period,
and close to that rate in each of the
subperiods shown in {zble 1. Some
slight retardation in the rate of increase
appaars also to have occurred from 1957
to 1960, but this was modest as com-
parad with the slowdown in manu-
fecturing in that period; moereover, no
acceleration in the rate has taken place
in subsequent yesrs.

Effects of composition changes smatli

Qutput per man-hour iz somewhat
{arger in manufacturing then ig othear
nonfarm privete industries. For this

Joneary 1944

reason changes in the industrial com-
position, of output - between - manu-
factuving and nonmannfacturing in-
dugiries were examined to see what
effect fhese might have had on the
overall rate of change in output per
map-hour, Such shifts in oniput ap-
pear to have had bat & minor effect on
the overall growth rate of outpub per
man-hour over the postwar years. In
tha periods 194757, and 1957-60, 2
decline of the share of manufaciuring in
total output appesrs o have resulted
in leze than one-tenth of a peresmbags
point decline in the annual rata of
increase of overall output per man-hour.

FOSTWAR IMNCREASE [N CILITPUT PER A& M- HOUR
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Employment—DPrices—Finance

TEE expansion in output in 1963
brought about » moderete advance in
empleyment. There was: not mmch
change, however; in either the level ar
the rate of wnsmployment because the
labor foree, whieh had mmeressed rela-
tively Iitile in 1982, showed a Iarger
gain Jast year. Total civilian employ-
ment avernged B88.8 million for the
yasr. Thiz was n rise of approximately
1 million from 1362, about as large
un ineremss i in the preceding. vear.
Tha average hurnber of joblesz was a
littia abowa 4 million, and constitutad
5.7 percent of tha civilisn labor force.

Employment in most major industry
divisions rose last year but acricultuoral
employment areragsd about 250,000
lower than the year befora.

Mozt of the sdvance in ponegri-
cultural employiment occurred in the
eexlier part of the year, when marked
gains in manufacturing and construce

tion added to tke relatively ateady rise
in trede, finahes, service industries, and
State and locel government employ-
ment, After midyear, seasonally ad-
jusied . employment in manufacturing
and conateuction leveled off, although
a littls improvement was evident in
Derember; increases continued in other
nonagrienliural sectors of the sconomy.

In manufacturing, thers was some
further extension in the workweelk.
Thiz was most nogiceabls in the durabla
goods industries, whera the average
rumber of hours worked has shown &
small advance aver the psast 3 years.

“The workwsel in the durable goods in-

dustriss averaged over 41 hours, the
highest since 1955, In nondurable in-
dustries, the average hours workad per
weels,-at 33.6 hows, was up only slightly
from 1%2. Iz comstruction, working
howrs were extended with a more than
seasonal advance in the spring wnd eurly

EMPLOYMERT SANR S WERE FAIRLY GEMERAL LAST YEAR
BUT THE LOMNG=TERM PATTERM HAS NOT BEEN ALTERED
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.suni.EJm', ee the industry attained & new

building record for the yeor,

‘Fonger term trends

Liast, vear's rise of 900,000 workers in
“service" Industries—fnance, trade,
service, snd government {chiefy State
and locali—was an extension of a long-

Tahie L--Emph}rm]eut itn Major Octups-.

thana] Groups
[2I00konst

1653 | 1067 | 1epe |10est :a—mE

LTV
Prhieg collar workers | 206 | 255 | tmve | H0L L
Hlue oollar woekera__ -, - 250 | A | tad | B0 n
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B (ot TOrK S, cannnnaa &Y nd s.sj B 21

1 Baged gin | l-geipils argriges-

m““u“;;,‘-".;,“' Twpiwtevait of Laber, Durssd of T..um
term trend. As indicated in the left
ponel of the accompanying chart, the
wdvance in these sectors has been rela-
tively standy over o long pericod of years,
Each of the major groups has eontrib-
uied to the long-run rise, and the in-
crense for the combined group  hus
amounted to 7% million during the past
decads. ' o
Empleyment 1o all nonagricultursl
industrice other than “service” indus-
tries during the past decade has shown
year-to-year fluctuations, primarily cy-

" elical in character, but no general trend

baz been apparent. The recession low .
points in 1054, 1958, and 1961 are all
clearly evident in the chart: although
n considerable axpansion ocecurred in
1962 and 1963, smploywent in this
group of industries iz somewhat lowar
then it was 10 years agse. - Prior to 1953
employment in this brond group, which
iz domirated by manufacturiig, had
shown & generol uptrend. ;
17
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An imporbant deveiopment during
the pnst 10 yvesrs, relaterd to the indus-
trinl shift in emplayment, ling hean the
chnange in oecupationsl distribution..
As shown in the vight panel of the chers,
the advance has heen chiefly among
white collar workers, whozse numbers
now total 20 million, snd exceed the
combined total nember of blue collar
and farm workers. Employrent among
blue cellar workers has shown only
cyclical movements during this pericd;
farm employment has shown & steady
decline. -

Ancther major category of workers—
service employess—hns increased about
2 million since 1963 and now totals
asbout 9 millien. This classification
embraces about 2 million private howse-
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hold emplovees whoze pumhberz hava
increnzed in the post decade after
changing little in the early postwar

_ period. A lorger group of about G¥
‘million—whick inciudes policemen, five-

man, waiters, nnraes, and personal-
service employeeas—has also shown a
general ndwinee. (Sea table 1.)

Composition of unemployment

Unemployment in 1963 was about the
sbme in reost respects as io 1962, Un-
employment rates amopg the vorious
classifications—by  oceupation, . aex,
color, and duration of wnemployment—
all changed remarkably liitle. The
principal exception wns a significant
rise among the young snd inexperienced
and a slight deéline nmong adult, mar-
ried men. (See table 2) Thoss with
00 previous experience in the lsbor force
constituted 15 pervent of the vnem-
ployed last year, up from 18.4 percent
in 1062 and 11.6 percent in 1959,
Similarly, these under 20 yewrs of age
have experienced rising rates of unem-
ploymeni. These changes have oe-
eurred 8t o time when the number of
youth reaching the usunl age of eniry
jnto the labor force is beginning the
larpe expansion which is expected Lo
develop in the immediate years sheed.

In the past, few years the snbstontial
ghift in employment from blue- to
white-collar jobs has not been accom-

Janusry 1064

panied by o rise in blua collar and
decline in white collar unemployment
rates, as might ba expected if unem.
ployrent wers mainty due to & lack of
adaptability of the supply of lobor to
chanpges in the demend for vorious types
of labor. The little shift that has faken
placa in unemploymant rates has heen
in the opposite direction—a sfight rise
in white ¢ollar and s alight decline in
blue no]lﬂ.r jobless rates.

The rising number of youths seeking
Eﬂttl'j" into tha labor force nnd the shify

10]: lbpp-urhumtules from thoss oceu-
pations which are less demanding of
eldll and educstion—chiefly blue col!
lar—to the more demending types of
technical and  professionnl. work Is
nevertheless increasing the need for
appropriete trainipg and education.
Vocational retreining needs of clder
workers are also growing. MNew Fead-
aral legislation in 1863 provided for
additional voecational training and edu’
gation and for a broadening in the scops
of such training to better hridge the
gap between the present eduecation and
skillz available among the nnsmployed
and those requirad for dsveloping job
opportunities. The new program for
worker training is still small in relation
to jobless workers’ needs, but the ex-
tension of training to a Jarger group of
voung workers, including those deficient
in basic edncation, is an imporiant step
for o growing group of wnemployed
wouth. .

Price Developments in 1963

1083 wes ancthar year of compsra-
tively little price change. The 1.8-
percent rise in the aversge of final
product prices—the GNP deflator—was
only fractionslly greater than in the
2 preceding years. It reflected ad-
Taneoss In consumer items, invesiment
goods, nolably eonsiruction, and gov-
ernment goods and services. Prices in
wholesale merkete ware slightly lower
than the year bhefors, on the averape;
it is pow soma 6 years that these prices
have been on & platesu. WWholegale

prices of farm products fel by almost 2
percent; despite some firming toward
the end of the year, industrial whole-
snle prices wore unchanged as sompared
with 1962. Consumer prices advancad
by about 1 pereant over 1962,

The same forces that have dampened
price increases in recent venrs were
present in 1963. Owverall, the Nation’s
abilicy to produca cobtinues to¢ be in
excees of current demands, in apite of
the considerable increases in output in
the present cyclical upturn. This gen-
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ersl condition shows wpin the unemploy-
mepd rate, and in an excess of industriak
capacity. Farm morpluses persist  in
AL CTOTE agrmultuml markets, and
foreipn competition continues tﬂ ant.
as & restraint onh many domestic prices.

On the cost side pressures heve not
been shrong. - Althonpgh wage rates rose
through 1983, rising productivity was
sefficient to keap overnll unit lsbor
cosis comparaiively stabla for the third:
year in a row.

Whalesale industrial pnm .
‘With another year of overall st.ahlhtry
in wholessle markets, industrial prices
in 1963 were less than I percent above
the 1957-58 average. Once again thers
were small offsetiing movements slnong
the verions industrial groups. Amoug
nondurable goods the downward drift
in prices of industrial chemicals and
refined petrolenm products, where over-
capacity has been common since 1960,
coniinued. Textile prices wers very.
cloze to last yeaz's nvernges but queta-

- PERCENT CHAMGE IM WHOLESALE PRICES
alinle Chonge in Incoarrcl Toml
& Mixed Mevemenks by Mojor Gravps:
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SURVEY, OF CUBRRENT BUSINESS

tione For- tobageo  snd aiuuhuhe hwar-
ngee ware higher.

- Among durable goods, a gnod Toar

for hornebuilding bronght lumber prices
zhout 2 pereent above the averape for
the previous yesr. Prices of metsls
and .machinery averaged close to those
of 1982,
- /The stability in metal prices marked
the end of a slight downiarn of & 2
years' daration in primsry metals. In
the spring and again In the fall of last
yeor, steel producers made selecsive
price increases that raised the average
lewveal of iren and stes] pricas (BLE) by
1% percent nnd brought steel prices io
within 2H parcent of their peak in the
fall of 1850, Nonfertous metalz prices
also moved slightly upward: but late in
tha year were giill some 5-6 percent
below their levels in eaxly 1960,

Rising demand for equipment brought
somewhat higher price tags for most
brosd’ categories of machinery but
electrica) equipment and motor vehicles
averaged slightly lower then m 19632,
Conmeiner prices slightly higher again

The BLS Consumer Price Index rose
1.2 percent over 1942, virtually the
same increase that took place in the 2
preceding years. Food, nonfood com-

modities, and services were all higher.

& tapering in the overall rate of increass
was andent- alter July.

Food prices were up by a'bout. 1¥%
ypepcent—a somewhat larger rise than
in the 3 preceding yesrs. Much of this
was attributable 1o & S-peroent advance

in the price of fruits and vegstables,

‘supplies of which had been limited by
the freeze in the Sonth & year apo. On
the other hand, plentiful supplies of
mest, poultry, and daity produets
brought lower prices for these items.
Although 1963 was a year of strong
demend for consumer durable poods,
pricss of both sutomobiles and appli-
ances sveraped somewhat fower than
the yanr before. Applisness are ona
of the few categories of goods lower in
prica than they were in the 1957-58
period. ‘There was a very pronounced
slowing down In the rise of used-car
priess, which had incressed some 13
percent in tha 2 preceding years. The

new 1964 sutomobiles came out at list.

prices essentially the same as the year
before.
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Onca again prices of sarvicea wars
up more than those of commodities:
Lost year the increases wera s littla
gmaller than in previcus yesrs—a
development thot suggests o sornewhat
better balance beiwsen supply wod
demand than had heen the case earlier.
This was particulaxly evident in the
casp of rents, which rese only 1 parcent,
the smellest incresse in tha postwar
petiod. Prices of medicsl care agsin
showed the largest incraase in services
other than reat; this rise brought prices
in this service category some 20 percent
above the 195730 everoge. FPublic
transportation rates Tose Jess this year
than o 1961 and 1962 because the

-aﬁrﬁinuﬁom-of_fﬁé Fadera! excise tax
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*Ewond on 11 months of 1963,
Soame: Sogic duea fbom DS, Depeckeat of Labes
on railroad fares, effective in Inis 1962,
offset in part the continuad rise in
trensii fares.

Farm prives lower

Prices received by formers averaged
lower in 1863 then in 1962, Oun the
whole, agriculbursl prices showed rather
parrow. fiuctuntions, easing a bit at
the beginning snd st the end of the
year. Livestock prices were lower in
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1963, 85 marketings of both caitle and
hogs reached high Tates in the early
months of the year. Marketings of
grainfad cattle etayed high all vear,
and tha number on feed at the yearend
waa only elightly moller than the large
number in leedlots a year earlier. Al-
though hog slawghier was high during
the wear & enthack in pig procuetion was
in the offing at yearend, snd was expected

SURVEY OF CURRENT BUSINESS

to bring about ‘s strengthening in purk
prices in 1364,

Crop prices - wera- generally firm in
1263 despite another record -harvést,
a3 - Government sapports for mujor
crops prevented a downward adjust-
ment in prices. Wheat pricea strength-
ened about midyeer becanze wnnsually
poor crops abroad led te an increase
in export demand; lower support levela
for wheat are scheduled for the 1964 crop,

Financial Markets in 1963

CEEDIT was genecally shundant in 1963
as it had been in 1961 and 1962. There
were no major changes in the capital
markets. Further mederate increases
- in business capital outlays were inore
- than metched by the intrensed flow of
funds from internal corporats sources,
and thera was little change in aggregsate
corporate brrowing. The net intresss
in both consumer credit end mortgeges
was apparently somawhat greater than
in 1962. On the other band, govern-
ment demsnds on the capitel merkets
were slightly lower than in 1962, moinly
‘hecausa of a modest reduction in the
Faderal deficit.
"~ Faced with the continued strain on
bur balunes of payments, the monatary
authorities moved lowerd somewhst
less ensy cxedit conditions after mid-
year. The change was signuled by an
incresse from 2 to 3% percent in the
+ distount rate in July. The reserve posi-
tion was tightened and this led %o in-
creased borrowing from the Reserva
_banks. Frea reserves averaged about
' $200 million last year ns compared with
~$424 million in 1062. Short-tarm m-
terest Tates moved up. sbarply in the
late summer and early fall, bué stabi-

tized in Noversber and December-ag the
highest lavels since eprly-1960. Longer.

torm rates were relatively stable,

The course of stock prives was upward
most of the year and by Iate surmmer
hizd passed the highs of late 1961 or
enrly 1982,

Bank credit exponasion
The $18% billion rize in commaereisl

bank credit last vear was virtmlly as

large as it was in 1262, the highest
peacetime year, A slowdown in credit
expansion took place in the third
quarter, immediately after the increase
in the redizcount rate, hut-, io the fourth
guarter, cradit expansion resumed atb a
pace nbove the 1962 average.

Clommersial banks stepped up then:
lending to private borrowers by $2%
billion to an-annual totel of $16 billion,
Thi= expanuion - was fecilitated. by a
$3)% hillion salteff of Treamry securities.
Purchases of State and local sagurities
wara ot & Tecord B5Y billion pace,
$1 billion above 1962,

Time deposits rose by ¥14 billiom,
whils demand -deposit= were up $3Y4
billion, eontinuing o shift which. has
has been going on for many yenrs.
Tha relative gain in 1963 was somewhat
less than that for 1982 when time de-
posits rose $15 billion as against a 31
billion rise in demand deposits. Thea
shift to-@me deposita served to cushion
tha. banks against the -tighter reserve.

position; as tima -dapodits carry lowen.

Thnuary 1904

reserve’ mq:memanta than: d&mn.nd ‘de=
posita Co .
Other financial institutions

Bnmngﬁ institutions other then banka
reporied higlher lending in 1663 thao io
1062, Savings and loan associations’
aesata rosa 3138 billion, $2 billion more
thop in 1962; mutual savings banks
added $3% billionr 2o their portfolios—,
#¥% billion above the 1862 pace; and life
insurance companies’ assets rose 564
billion, abont £% billion more then in
1062, _

The enlarged flow of investmant funds
to these mstitotions, which, tog‘qt?harr with
commerecial barks, play leading roles
in the mortgage market, was refleeted
in the ready availability of mortgage
cradit throughout the Fear,

Financing costs

Moat short-term interest rates moved
up aboub two-thirds of a percentasa
point within the yest, and for the year
as & whole, averaged about one-third
of a percentage peint more than in
1962, While long-term rates slso
tended to move up within the year, the
rice was much smaller, and for tha year
as & whole, most long-ferm rates
averaped abont the snme as o 1862 or
ghightly Iower.

The rise in short-term yialds was
eneouraged by tha. measures taken by
the monetary anuthorities, Tha ralative.
stability of long-term Fields last year
was assavinted with heavy. inflows of
eavinge deposits to financinl intermedia~
Tiea i

+ Stock -prices moved irregularly up-
ward theough the year. By the end of
1963, most stock price indexes were
about one-sixth above the year-esrlier
level.

Corporate fingncing .

Corporate invesiment in new plact
and eguEpraent rose ‘dboud 31X billien
Inct year, to 2 total of $33Y billion. .

- Apartment houss -‘conatrnction also

meved up.  Additions to inventory, at
$2 bilkien, wers subsiAntially unchanged
from the 1862 pace.. Other working
cn.plml requirements—partienlady lend-
ing to custnmem—mumd up. mod-

erately.
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The continued pood perdormance of
profits together with bigher depracie-
tion allowances on an expanded capital
I;-ns.e ware raflected in a $2% hillion rise
in internal funds.
. External long-term finaneing totaled

about ‘the-spme-—$10¥ billion—in both

1963 and 1062, Wishin'this aggregnte,
theve was a sharp drop In nei stock
flotations, & marked rise in mortgage
and fong-term bank borrowing, and &
modest inerease in bond flokations.
Net stock issnes—including mutoal
funde—totiled’ about $700 million last
Year s compared with over §2 billion

in 1962 and $4% billion in 1961. Toa
Im‘ge« extent the weakness in atock iseues
reflects the lack of investor interest in
new equities since the stock magket
shakeout in the spring of 1962, az well
as the failore of mutnal fund sales o
expand over the past 2 years.

The marked rise in corpornte mort-
gage borrowing reflected principally the
financing of expanded apartment housa,
office, and commercial building.

Nat bond issues, at $54 hilhon were
g¥ billion above the 1942 pace. The
gross voluma of bonds floated apere-

cated 2108 hillion, as corporations-

stepped up their refinancing opara-
tions—particularly in the early part of
the waar. Bank borrowing totakled %3
billion in 1963—about the same as in
1962. " In bath years, finapce eom-
panies accounted for al:mrut two-fifths
of this tot.n.] -

SURVEY OF CURRENT BUSINESS

QCorporations added $1% billien ic
their sggregate liquid asset holdings
diging- 1982, In 1962, corporations
hed inereasad their Equid asset holdings
by about £1 hillion.

Consumer Finance

Yurchsses of houses and  confumer
tInreides were hoth higher in 21843 then
in 1962, o= wers the associnted borrow-
ings. Parsonal aaving was also higher,
a8 individuals stepped wp theic debt
repRyments,

Nonlarm gesidentinl morigage record-
ings reached an alltime high in 19683,
end morigage debt on - 1-4 Tamily
properties roze 314 hillion. In lores
pect, this reflected the continued avail-
ability of mortgaze credit on relatively
attractive terms fromn commercial
haoks, as well as the axpanded ie—nding
capacity of aavings and loan associa-
tions, mutual savings ba.n];ﬂ and life
IDBUTANCe GALTIErs.

Neow exiensions of instalbment loans
totalad 60X hillion 854 hllion more
than in 1862. Lending secured by
consumer durabls goods rose $3Y billior,
while axtensionsz of unsecured personal
lopms -incrensed $2 billiom above the
1852 pace. With debt repayments up
about $4) billion, net nstallment lend-
ing totaled $5% bilion—%1¥ hillion rnore
than in 1962. Individuales reduced
their aequisition of commereial bank
denosits and inereased the rata at which
thay invesied in savings and losn shares.
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On the hasis of preliminary data, if
appaers that net sales of prefarred and
commoh Btocks somewhsat in excess of
%1 billion wera almost offset by pur-
chases of & like smount of goverament

_oblipations. Net purchases of invest~
‘meat company phares wers n.pprum

mutely $1 billion.
Government finance

Overall financing requirements of
(Governinent were lower in 1963 tham
in 1962. While State and loecal govern-
ments borrowsd a pross total of $10
billion in 1963-—a vies of $1¥ billion—
net Federal borrowing totaled $3¥% bil-
lion, 53 billion less than the previcus
Fear's pace.

The Federal deficité on income and
producs aceount amounted o $2% bil-
lion in 1963, 2 reduction of neirly $2
billion from the 1062 rate. Also con-
tributing to the slowing of Federal
borrowing was a modest reduction in
Treasury cash balances during 1963; in
the previous year, borrowing require-
ments had been increased by & rige in
cash balances.

Federal debt operations during 1963
Teauited in a rise in sacurities dus within
one yerr and over § yeors, and s redue-
tion in interrnediate férm issues. The
rise. in longer term obligations reflected
thie. extensive use of advance I'Bfundmg
techuiques.




